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Mr. Philip J. Reilly has been connected in an executive capacity for 
over six years with an association of large department stores which has 
been particularly active in co-operative group buying. From 1902 to 
1919 he was with the Dennison Manufacturing Company, Framing- 
ham, Mass., as Assistant Merchandise Manager, Advertising Manager 
and Personnel Manager, respectively. 


Mr. M. Mosessohn is executive chairman of the United Women’s 
Wear League of America, comprising the United Infants’, Children’s 
and Junior Wear League, the United Petticoat League, the United 
Women’s Belt League, and the United Underwear and Negligee League. 
It is the purpose of the United Women’s Wear League to promote co- 
operation and to establish business standards among the members of the 
league and all those with whom they have business relationships. 


Mr. Samuel W. Reyburn is president of Lord & Taylor, the well- 
known New York department store, and president of the Associated 
Dry Goods Corporation, which owns seven stores outright and in addi- 
tion to that about 90% of the capital securities of the Lord & Taylor 
business. He is also a member of the Board of Trustees and treasurer 
of the New York University School of Retailing. During the last few 
years, Mr. Reyburn has written a number of articles on phases of retail 
distribution for leading business journals. 


Mr. Milton J. Greenebaum is vice-president and general manager of 
Felix Lilienthal and Company, Inc., resident representatives. ‘This is 
one of the best known buying offices in New York City. Mr. Greene- 
baum is also a member of the editorial advisory board of the Review, a 
garment trade magazine. He is a member of a committee appointed by 
the trade to secure uniform size designations for small and stout 
women’s dresses. 


Miss Ruth L. Ford, M. A. is director of the Bureau of Accounting 
and Control, Controllers’ Congress, National Retail Dry Goods Associa- 
tion. Formerly, she was controller of Arnold, Constable & Company, 
Inc., New York City. 


Mrs. Isabella Brandow is the educational director of Lord & Taylor, 
New York City. She is well-known in store educational circles. Her 
rating system is one of the most practicable. 
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Group Buying 
ForEWOoRD 


It is only in the last few years that much emphasis has been placed on group 
buying. Although this method of purchasing has been performed for the past two 
decades in staple lines of merchandise, the introduction of group selection of style 
goods is comparatively recent. This procedure of obtaining authentic style and 
a low price, made possible by actual economic savings, is considered sound. It is 
in line with modern tendencies of mass production and volume buying. Since the 
introduction of group buying, many market representatives have copied it, and its 
adherents are steadily increasing. ‘Though this growth serves as no criterion as to 
its final success, nevertheless, group buying is a method important enough to war- 
rant intensive research and a study of its ultimate effects on merchandising. 

As group buying developed, manufacturers began to evidence a most active 
opposition. They contend that this procedure, aside from causing trade abuses, is 
disrupting the normal and logical marketing process. To strengthen their cause 
and to protect their interests, the manufacturing associations have been busily en- 
gaged in broadcasting their objections to the group buying system in order that both 
manufacturer and retailer may co-operate to bring about more satisfactory condi- 
tions. Manufacturers protest that they are entitled to trade with group offices on 
a basis that will yield them a profit—a state which they claim they do not enjoy at 
present. The group offices, in turn, attempt to offset this argument by saying that 
co-operative group buying is profitable to both retailer and manufacturer under the 
existing 

The advocates of both views utilize every conceivable argument to enhance their 
interests. ‘Lhe articles appearing in this issue will allow the reader to see both sides 
in perspective and finally to determine the merits and weaknesses of the present 
relationship between the group buyers and the manufacturers. 


Sypnry M. RapHAEL. 


The Case for Co-operative Group Buying 


Puiuir J. Retry 


UCH has been said in recent years 

of the necessity for reducing the 
spread represented by the cost of mer- 
chandise and the normal expense of its 
distribution. Department stores sell in 
an ever increasing measure today against 
the direct competition of chain stores and 
the direct selling of manufacturers by 
means of door-to-door canvassers. That 
this pressure of competition from other 
forms of distribution is felt is clearly in- 
dicated by the Harvard figures covering 
the operating expenses of department 


stores during 1924. The larger stores, 
doing a business of one million or more, 
report an increase in operating expenses 
and a smaller gross merchandise margin 
in 1924 than in the year previously. 
During the past few years all stores, 
especially the larger ones, have given 
close attention to the reduction of their 
administrative, occupancy, publicity and 
selling expenses. That this study should 
also be extended to buying expenses and 
even to the possibilities of reducing 
merchandise costs is but natural. 


| | 
| 
| 
| 
"| 
| 
al 
4 
| 
3 | 
| 


The function of a retail store is to 
supply the goods that customers want at 
the lowest possible prices. It is implied, 
of course, that this includes a fair margin 
of profit, both for the manufacturer and 
the distributor. Co-operative group buy- 
ing is a recent development that has been 
resorted to by both manufacturers and 
retailers as a means of lowering prices. 
Co-operative group buying is that buying 
done by groups of experienced buyers 
who are technically competent to select 
the merchandise desired from a compara- 
tive and objective examination of samples 
submitted by various manufacturers as 
being truly representative of their 
product. 


Where Most Successful 


Co-operative group buying is most suc- 
cessful when the items purchased repre- 
sent articles that are in continuous de- 
mand throughout the country and when 
the orders are placed only after a thor- 
ough and impartial examination of the 
products of representative manufacturers 
making the wanted merchandise. Except 
in the case of style merchandise, group 
orders usually are placed far enough in 
advance and in quantities sufficiently 
large to enable manufacturers to buy 
their raw material at advantageous prices 
and to effect production economies 
through regularization and standardiza- 
tion. 

Although one of the main objectives 
of retailers who participate in quantity 
group buying is to effect the savings that 
manufacturers can not allow an individ- 
ual buyer with limited purchasing 
power, group buying may be successful 


-even when little or no saving in cost 
price is effected. This is true because 


there is usually more competent buying 
judgment in the combined group than in 
the individual in selecting the wanted 
merchandise. The proof of this lies in 
the fact that usually the entire quantity 
of many articles purchased in a group 
way is disposed of with fewer mark- 
downs than when such articles are pur- 
chased purely on the judgment of an in- 
dividual buyer. Group buying tends to 


minimize the waste in buying that comes 
from the free play of the trial and error 
practices of the individual buyer. 

Group buying may be successful also 
even when no saving is made, when an 
exclusive article is purchased in such 
quantities as to permit its being confined 
to a restricted number of stores. Such 
stores may increase their prestige by 
offering to their customers unusual mer- 
chandise that otherwise might be very 
difficult to obtain. 


Advantage to Buyers 


It is not uncommon to find buyers 
here and there who are at first dubious 
about the advantages they will derive 
from group buying. This attitude 
usually persists but a short time, how- 
ever. As individual buyers participate 
in co-operative group buying, they find 
that aside from the better prices they 
usually obtain because of the larger quan- 
tities represented by the group _pur- 
chase, they can buy with considerably 
more confidence and save considerable 
time and energy in their market opera- 
tions. The time thus saved the buyer 
in the market can profitably be devoted 
at home to the promotion of the sale of 
his merchandise and the supervision of 
his department. 

Group buying permits buyers to see 
the products of far more resources than 
they would ordinarily see in their in- 
dividual market operations. It induces 
high grade manufacturers who would 
not be interested in catering to a single 
buyer with limited purchasing power, to 
present special quantity proposals to a 
group. 

Because of mutuality of interests, buy- 
ers should make every effort they can to 
assist manufacturers to keep their plants 
in constant operation. Group buying 
assists in this respect because buyers fre- 
quently set quotas for their stocks 
which they agree to take at regular 
periods. This permits them to formulate 
their buying plans further in advance 
and, through planned periodical de- 
liveries, tends to avoid the danger of be- 
ing out of stock of staple items. This 
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in turn helps the manufacturer to or- 
ganize his plant for more continuous 
production, 

Co-operative group buying, moreover, 
is a distinct advantage to the inexperi- 
enced buyer since the group judgment 
will prevent his making many of the 
initial individual buying mistakes that 
are so fruitful a cause of large mark- 
downs and end so frequently in the loss 
of buying positions. 

Advantage to Manufacturers 


An occasional manufacturer is met 
who is reluctant to submit samples of his 
product to the group judgment. In most 
cases this reluctance is caused by a mis- 
understanding on the part of the man- 
ufacturer as to the conditions under which 
group buying is conducted by represen- 
tative stores. When it is realized by 
such manufacturers that manufacturing 
economies can be attained by making 
large runs of merchandise purchased co- 
operatively; that it will enable them to 
bring their lines before many stores at 
once—some of which they might never 
be able to interest individually, and thus 
give them a national market—they 
usually are alert to see the profitable 
possibilities of group buying. 

Group buying overcomes to some ex- 
tent the hand to mouth buying that man- 
ufacturers have found such a handicap 
to them. It permits manufacturers with 
a meritorious product to hold accounts 
that may otherwise be lost because of 
changing buyers. Succeeding buyers in- 
variably take markdowns on their prede- 
cessor’s purchases and frequently fail to 
re-order merchandise from dependable 
resources that have been used by their 
predecessors. Other accounts must be 
solicited to replace those that are lost 
by manufacturers through the numerous 
changes of buyers and this tends to in- 
crease selling costs. Group buying as- 
sists manufacturers to avoid excessive 
selling expenses. 

Group buying usually brings to man- 
ufacturers much additional business on 
regular lines which otherwise would not 
come to them if their contact with cer- 


tain stores had not been made through 
the group showing. It enables manufac- 
turers to get business on the merit of 
their product and not merely on the per- 
sonal friendships that may exist be- 
tween a buyer and a resource, which re- 
present a contact with the store usually 
so tenuous as to be broken easily when 
buyers lose their positions. 

Group buying enables a manufacturer 
to get more quickly an estimate of the 
numbers in his line that will capture the 
public fancy. He can therefore concen- 
trate his production on these and thus 
not only have a profitable market for 
the quantity purchased by a single group, 
but usually also sell the same items to 
stores in other cities, which do not com- 
pete with the group placing the order. 

Group buying also tends to raise man- 
ufacturing standards, because the group 
usually is insistent upon the entire prod- 
uct matching the sample upon which the 
order was placed. It acts, therefore, as 
a corrective to the slip-shod inspection of 
product, to which can be traced so many 
of the returns to manufacturers with 
their attendant transportation costs. Re- 
turns range from five to ten percent of 
the cost purchases of the average large 
store. Group buying will tend to re- 
duce that portion of these returns occa- 
sioned by the product not being as rep- 
resented. 

Representative department _ stores, 
therefore, are interested in the develop- 
ment and extension of group buying be- 
cause they feel it has distinct advantages 
from the standpoint both of the buyer 
and of the manufacturer. They are in- 
terested in the development of group 
buying because they have concluded that 
it is their responsibility to purchase goods 
in quantity wherever quantity purchases 
make production savings that the man- 
ufacturer and retailer can share with the 
public. These savings represent not only 
a reduction in the cost of merchandise 
because of the large quantities involved 
but also the savings caused by fewer re- 
turns and fewer markdowns, resulting 
from the more accurate buying in cer- 
tain cases that can be done by groups of 
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buyers as compared to the buying based 
solely on the judgment of an individual. 


Unfair Practices 


In the present period of keen competi- 
tion, unfair demands and stipulations 
may be made occasionally by buying 
groups, to which reputable manufac- 
turers cannot consistently acquiesce. 
Such demands, however, will come much 
less frequently from buying groups of 
representative stores than irresponsible 
individual buyers who, without the 
knowledge of their firms, sometimes 
make unfair stipulations in placing or- 
ders with manufacturers. Happily, such 
buyers are relatively few in number at 
any time. 

Group buying will not immediately 
change the attitude of those individuals 
who wish to be unfair in their demands. 
Such occasional instances of unfair de- 
mands made even by buying groups, 
however, should not be construed by 
manufacturers as being inherent in the 
co-operative group purchasing process. It 
will not always be possible for stores to 
control such representatives from mak- 
ing unethical demands, but group buying 
will be a great help toward the correc- 
tion of unethical practices. 

Group buying should, therefore, serve 
the interests of manufacturers in lessen- 
ing unfair demands through bringing out 
more quickly into the open any such in- 
stances. Reputable store managements 
can then promptly adjust them and pre- 
serve that harmony of interests between 
retailer and manufacturer that is so es- 
sential to the success of both of them. 


Reduction of Costs of Distribution 


Commodities will always flow natur- 
ally from the manufacturer to the con- 
sumer through that channel of distribu- 
tion which the public regards as the most 
economical, quality and service con- 
_ sidered. Department stores will not 
long survive against other methods of 


distribution in this keenly competitive 
period if they fail persistently to strive | 
for legitimate economies in buying and © 
selling. Group buying helps to effect 
such economies and to lessen the risks in 
retailing, but it must be conducted on — 
lines that provide fair play to the man- — 
ufacturer. That it can be so conducted — 
is indicated by the increasing support it — 
is receiving. 

More and more progressive manufac- — 
turers, of the sort who really know both 
their true manufacturing and selling 
costs, show an increasing desire to sub- 
mit their: samples to responsible groups — 
engaged in group buying. 

We are living in a period of change in — 
which only the resourceful can hope to — 
maintain themselves in any line of busi- 
ness that is sharply competitive. Since 
group buying tends to reduce the cost of © 
distribution, it is destined to become a 
process of buying that will be supported — 
by more and more buyers and will be 
engaged in by more and more stores in 
the future. Business policies that do not | 
fit changing conditions are being inter- 
rogated and modified by wise manufac- — 
turers, who see the need of adjusting — 
themselves to the new conditions facing 
retailers. 

Although differences of opinion may 
develop between the manufacturers and 
retailers as to the conditions under which 
group buying shall be done, there should 
be no division of opinion as to the desir- — 
ability of group buying under right con- 
ditions. Manufacturers and retailers — 
must be increasingly zealous in their ef- 
forts to distribute merchandise that the 
public wants in the manner that results 
in least waste. Manufacturers who sup- 
port group buying to effect production 
economies and retailers who participate 
in it to lessen the costs of distribution, 
will find the public response reflected in 
sales, to such a degree as to leave no 
question of the public’s judgment of the 
economic soundness of co-operative 
group buying. ~ 


The Case Against Group Buying 


M. MosgEssoHN 


ROUP buying in its present form 

is an outstanding feature and a 
formidable problem in the trade rela- 
tions of this period. Therefore it must 
be regarded seriously, inspected from 
every angle, subjected to every test. It 
cannot be dismissed as something of no 
consequence, or taken for granted be- 
cause one group, the retail group, finds 
it satisfactory. 

So far its development and growth 
outstrip its proved worth. But group 
buying has manifested itself sufficiently 
to be made the subject of an analysis 
which may show its actual and potential 
evils as well as the benefits which some 
of the retailers acclaim. 

Every movement in either politics or 
trade that is in the direction of a con- 
centration of power is a cause of worry 
and doubt. It has been shown over and 
over again in the history of civilization 
that the concentration of power in the 
hands of a few persons is dangerous, es- 
pecially to sections of the public whose 
interests are not represented by those in 
power. 

The group buying system, as it is now 
practiced, gives an unfair advantage to 
a few persons bargaining for the sup- 
posed advantage of their customers. 
Those persons are not really contributing 
to the good of the ultimate consumer be- 
cause any business method which in any 
way hurts the source of supply is bound 
in the long run to hurt everybody in- 
volved in the transaction. 


Group Buying and Price Con- 
cessions 

The most obvious evil, which over- 
shadows the lesser ones, is the fact that 
this year, when group buying has sud- 
denly loomed up as a big factor in trade 
relations, buying has become chiefly a 
matter of price consideration. No man- 
ufacturer has ever blinked away the fact 


that price is a very important considera- 
tion but never until this year has he re- 
alized that every other consideration has 
gone down before it. He has been driven 
to every expedient to meet the price de- 
mands of his customers. A _ resident 
buyer, or the representative of a chain 
of stores, coming into the showroom of a 
manufacturer is in a position to threaten 
a withdrawal of business unless the man- 
ufacturer cuts his prices below a fair pro- 
fit level. Some resident buyers do so 
threaten. 

Not so long ago the United Women’s 
Wear League of America had a letter 
turned over to it by one of its members 
which is a perfect example of this unfair 
spirit. The letter was from a resident 
buyer to various retailers soliciting busi- 
ness. Its tone was one of complacency 
over the writer’s methods of intimidat- 
ing manufacturers. The letter said, in 
part: “The best friends I have among 
manufacturers are those who give me the 
best concessions. I don’t care how well 
the manufacturer regards you. I must 
do even better for you when I buy from 
the same people. Because I can always 
walk out on him—and he knows that I 
know his competitors who are always 
willing to make concessions to get busi- 
ness.” 

Within these few sentences is the in- 
dication of everything that is wrong with 
the group buying system as it is practiced 
by certain of its representatives and, al- 
though the better class of resident buyer 
is trying to pursue his business in a digni- 
fied and ethical way, the simple fact that 
these other methods are used is apt to 
create a panic among manufacturers. 


The manufacturer is pursued by the fear - 


that his competitor is going to cut his 
prices to cost, or below, in order to 
secure and hold the business of some 
buyer representing powerful retail in- 
terests. He thinks that he must make 
cuts in price which are ruinous to him 


| 
trive 
and 
ffect | 
ks in | 
1 on 
nan- 7 
icted 
rt | 
ifac- 
both 
lling | 
sub- 
oups 
ze in | 
to | 
busi- | 
ince 
st of | 
we | 
rted | 
1 be | 
in 
not 
ater- f = 
ifac- 
ting 
cing | 
may 
and 
hich i 
ould 
esir- | 
con- | 
ilers 
r ef- a 
the | 
sults 
sup- 
tion 
pate 
tion, | 
d in | 
no 
‘the ‘| 
itive | 
| 
7 | 


and that when another opportunity 
comes he can retrieve his losses. 

This is fallacious reasoning but reason 
does not play much of a part when fear 
enters in. For every unjust concession 
the group buyer wrings from a manufac- 
turer, a further concession will be de- 
manded next time. The incessant phrase 
is “Price, price, price,” and the manu- 
facturer is brought to the realization 
that he must defend himself in some 
other way than by cutting prices to hold 
business at any cost. 


Effect of Price Concessions 


Naturally he is driven to cutting 
down on the cost of materials, on work- 
manship and design. A manufacturer 
who has conscientiously turned out mer- 
chandise well cut and made, fashioned 
of fabric that will withstand hard wear 
and modern cleaning methods, can no 
longer compete with his rival who trades 
on the belief that the average group 
buyer is not a judge of textiles and 
workmanship. He, too, must manufac- 
ture more cheaply and he cuts all cor- 
ners in order to do so. 

In such a warfare as this it is the con- 
sumer who will stand a full share of 
loss and inconvenience. Values in ready- 
to-wear departments will steadily depre- 
ciate, the consumer will have to become 
her own judge of the garment she buys, 
because under such circumstances as are 
here outlined no guarantee can be given 
as to the value of merchandise. 

Nor do retailers give the consumer the 
full benefit of the reduced prices they 
wring from the manufacturer by group 
buying pressure. A survey of price con- 
cessions made to the consumer would not 
show a reduction commensurate with 
those obtained from the manufacturer. 
If price is to be made the chief considera- 
tion, the benefit of price cutting should 
reach the consumer and thus stimulate 
consumer demand in a way to benefit 
both manufacturer and retailer. 

The trouble begins in the textile 
markets where the manufacturer tries to 
get price concessions which will enable 
him to meet the price demands of his 


customers. Needless to say, the manu- 
facturer does not get such concessions, 
with the result that he is forced to buy 
inferior materials. From the textile 
markets the evil travels surely and with 
gathering momentum down to the wo- 
man who buys for herself and her 
family. 

It is not a matter of accident that, 
coincident with the rise and spread 
of group buying, this matter of 
price-cutting has become acute. It is 
a clear case of cause and effect, with 
the final devastating effects not yet taken 
fully into account. 


Disposition of Samples 


To come down to a specific instance 
of the manner in which group buying 
works to the disadvantage of the manu- 
facturer, there is the question of leaving 
samples in group buying offices. It has 
become a fairly common practice for 
buyers to demand that manufacturers 
submit samples of their merchandise to 
their offices, to be left there for several 
days. ‘This means that the samples can- 
not be shown to other prospective cus- 
tomers by salesmen, and their special 
merits and improvements pointed out. 
They must be left for comparison with 
other sets of samples until such time 
as the buyers are through with them and 
have made a decision. Expensive lines 
are thus compared with cheap lines to 
the disadvantage of both and they are in- 
spected by buyers who are not always 
able to distinguish good from bad. 

In some cases the samples have been 
kept an inordinate length of time and 
in some highly aggravating cases the 
samples have been lost or misplaced and 
never returned, 

This is manifestly unfair to the manu- 
facturer who does not always have dup- 
licates of his line and is a decided dis- 
advantage while the samples are not in 
his keeping. 

One of the worst instances within our 
observation was the one in which the 
manufacturer discovered that fourteen 
of his samples had been lost by a group 
buying organization. In the adjustment 


of this claim the group buying manager 
paid about ten times what the garments 
were valued at, which was a tacit ac- 
knowledgment of the extent of the in- 
jury. It was not the actual value of 
material and workmanship which made 
the loss so great. It was the much 
greater loss of the investment of time 
and ingenuity in the manufacturing of 
an exclusive line of samples. And where 
one scrupulous buyer recognizes such 
damage, others refuse to acknowledge in- 
justices which if not quite so spectacular 
are none the less sources of great loss. 


Style Piracy 

The practice of leaving samples leads 
to one of the greatest evils of the gar- 
ment trades, style piracy. Style piracy is 
a whole subject in itself. In this brief 
article it can only be touched upon, as 
one of the troubles brought about or in- 
tensified by group buying. A garment 
manufacturer’s designs are an essential 
part of his capital. The exclusiveness of 
his models, especially in the early part 
of a season, frequently determines his 
whole season’s profits. He carefully 
guards his models until they are sold in 
sufficient quantity to be common prop- 


And yet he is asked to submit these 
representative garments to group buyers 
with no positive assurance that the de- 
signs will not be copied by his competi- 
tors. Even worse, in the case of un- 
scrupulous buyers, his lines are deliber- 
ately and maliciously used as models 
which are manufactured on a cheaper 
scale. Within the few days they are out 
of the manufacturer’s possession they 
may be, and often are, turned over to 
some equally unscrupulous manufacturer 
who is instructed to make duplicates in 
cheaper materials. Furthermore, it is 
of course well known that many presum- 
ably high grade retail establishments 
have their own “workrooms” where 


these models are duplicated and then re- 
turned to their originator with their 
value stolen from them. They are no 
longer exclusive lines. This is theft. It 


is stealing just as much as the abstrac- 
tion of money from a cash drawer. 

While it is difficult to prove the in- 
dividual cases of such thefts, every gar- 
ment manufacturer knows the risks he 
runs in leaving samples anywhere out of 
his own showroom. He submits his 
samples in fear and trembling and fre- 
quently the fear is well grounded. In 
fact this condition is so bad that certain 
of the groups within «+e membership of 
this association have pledged themselves 
not to submit samples to group buying 
offices. Not all buyers are charged with 
such practice, but there is enough evi- 
dence to convince the manufacturer that 
he cannot afford to accept the risk. And 
in those groups which have gone on rec- 
ord as against the practice of leaving 
samples, written pledges have been made 
not to do so which have been scrupu- 
lously observed. 

It takes a live issue and a great danger 
to bring manufacturers who are but 
lately weaned from their attitude of 
individualism to put their names to such 
a pledge. It is a sign and portent of the 
times. The protest is spreading to other 
groups in the women’s wear ranks and 
when it becomes general it will stiffen 
resistance to such unjust incursions 
against the rights of others as the group 
buying system has brought about. 


Effect on Marketing Methods 


Among other evils, less striking per- 
haps, when considered individually, but 
important enough when considered in re- 
lation to each other, are several that are 
perfectly patent to the manufacturer, if 
not to the retailer. For instance, the 
group buyer buys in quantity for various 
sections of the country without regard 
for varieties of taste and custom. A 
certain style is selected and it is ordered 
in endless reproduction. The manufac- 
turer becomes a contractor and the re- 
tailer is given the benefit of a mechanical 
selection, along with all the other retail- 
ers in the same group. The old way of 
finding out the particular needs of each 
community, that every good salesman 
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made part of his work, is gone and gar- 
ments are made and delivered like so 
much cheese. 

Under the present arrangements, if 
they are carried to their logical conclu- 
sions, there will be no showroom where 
merchandise may be displayed to the best 
advantage, and no salesmen acquainted 
with every detail of garment produc- 
tion and prepared to analyze their lines. 

Also when orders are handled through 
group buying offices, no provision is 
made for leaving samples, to insure 
against substitution of materials or col- 
ors in the final deliveries. As manufac- 
turers are pressed so hard to cut prices, 
the temptation to substitute is twice as 
great and the means of detecting substi- 
tution and doing away with it dimin- 
ished. This, of course, leads to returns, 
which further complicate all the ma- 
chinery of distribution. 

Furthermore, group buying organiza- 
tions are sometimes dispensing with the 
services of experienced buyers and are 
substituting low-priced representatives 
who know nothing about the relation- 
ship between their house and the manu- 
facturer and less about the individuality 
of the manufacturer’s product. 


Group Buying and Style Selection 

It is. sometimes said that group buyers 
representing a large percentage of the 
retailers in this country can and do give 
assistance to manufacturers in shaping 
styles for the season. This is not the 
case so far as we can observe. The 
group buying organizations leave to the 
manufacturer all the risk of selecting and 
making up styles and then make their 
selections when all the models have been 
placed on view in the manner indicated 
above—that is by selecting and ordering 
in quantity some style that they order 
for all their clients. 

The group buyer may be in a position 
to know in advance what style trends 
are, though that is open to doubt. But 
in any event the buyer does not help the 
manufacturer to develop style. On the 
contrary everything that can be done to 
discourage style, originality and exclu- 


siveness is done. With the present man- 
ner of taking a quick look over lines, the 
old friendly and helpful relations be- 
tween retailer and manufacturer is 
destroyed and nothing is substituted 
which might be of help in developing 
design and style. There is no mutual 
consideration of style problems, no dis- 
cussion of what is wanted in certain sec- 
tions of the country, no exchange of in- 
formation. The whole business is mech- 
anized and there is a real loss coming 
from the elimination of personal contact. 
Personal contact is valued in the business 
world. A clerk in a retail store is 
taught how to sell her merchandise in- 
telligently. It is an important part of 
the retailer’s policy that this personal 
touch should be made effective over the 
counter. It is just as necessary and effec- 
tive between buyer and manufacturer. 

One of the worst aspects of the situa- 
tion is that retailers with a high stand- 
ard of business ethics frequently do not 
know of the petty dishonesties committed 
for their supposed benefit. Many a re- 
tail executive who would scorn to put 
into practice such business methods as 
those just mentioned is, nevertheless, a 
party to these methods through the 
transference of buying power to some re- 
presentative conducting his operations 
far from the retailer he represents. 

These nuisances and injustices cannot 
be taken up with the individual re- 
tailers. It is only by organized resistance 
to the whole system that its evils can 
be curbed. And in the strengthening 
and extension of trade organizations 
among the manufacturers is readily seen 
the answer to the problem. 


Group Buying and Trend of Times 


The United Women’s Wear League 
of America is not necessarily against the 
group buying which has been brought 
about by certain trends of the times. It 
is not by turning the clock back or by 
ignoring the factors that produced this 
situation that reform can be effected. It 
is our belief that reformation cannot be 
brought about unless the conscience of the 
retailer can be enlisted in the cause. Yet 


it is not entirely a matter of conscience, 
for the retailer must see that his self-in- 
terest is involved in any movement to 
keep dissensions out of the traffic be- 
tween his representatives and his source 
of supply. In brief it is only against the 
evils of the system that our guns are 
trained. Whatever there is of good in 
group buying should be retained. The 
system is still in the trial stage. Its im- 
mediate benefit to the retailer is beyond 
question. Price-cutting has not yet 
shown all the evils in its train. Both 
retail and wholesale business is in a pro- 


cess of adjustment to new conditions. 
This process is painful and particularly 
so to the group which is bearing the 
heavy end of the load. The manufac- 
turer is asking the retailer to help make 
the new conditions tolerable. Co-opera- 
tion is the magic phrase of the time. Its 
spirit is in the air. Retailers are band- 
ing themselves together. Manufacturers 
are doing the same thing. When retailers 
and manufacturers get together on a 
problem it must be worked out for the 
benefit of both, as well as of the ultimate 


consumer. 


A Discussion of Group Buying 


SAMUEL W. REYBURN 


In the conduct of all business, there 
has been a conspicuous development ot 
psychological interest, which in the pres- 
ent period, is significant. 

While the basis of this development 
has always been existent, its influence is 
now on a much larger scale than ever be- 
fore, so that it seems to be new. 

It is expressed by: 

1. The development of men in man- 
agement, by a greater consciousness 
of responsibility, open-mindedness, self- 
criticism, and effort for self - develop- 
ment. 

2. The demand and facilities for the 
dissemination of knowledge. 

3. The scientific habit of planning, 
through research and analysis. 

4. The increased use on a large scale 
of co-ordinating and co-operating organi- 
zations and associations. 

The retail distributor has been more 
aware of the movement as he makes so 
many more contacts than other business 
organizations with people with well 
organized minds and with minds with- 
out practical business experience. He 
has used the movement as a development 
in answering his problem of building a 
group spirit in research, analysis, plan- 
ning, and executing plans, so necessary 
to progressive business. As an expression 


or part of this, group buying is being 
suggested. 

We retailers, standing at the point 
where consumers and producers meet, 
take up most of the friction. We de- 
liver the goods, collect the money, and 
adjust complaints. We are used to 
“bitter complaining” and find that it 
really benefits us. Most of it is about 
prices being too high and yet, net profit 
is not being realized in some ready-to- 
wear departments. 

While a store’s primary object is to 
protect its interests, i. e. to trade so that 
it can not only make a fair profit but 
some good will, at the same time it looks 
upon producers, wholesalers, jobbers and 
wholesale importers as fellow servants, 
and hopes to see those in such businesses, 
who are deserving, prosper by increas- 
ing their good will and making a fair 
profit. We realize that permanent trade 
relations must be based on mutual bene- 
fits in good will building and profit 
taking. 

Where success of retail stores and 
manufacturers has been achieved during 
the first fifteen of the last twenty years, 
it was achieved under conditions ma- 
terially different from those that now 
exist or are apt to exist in the next ten 
or fifteen years. Formerly, consumers 
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went to their shops for information that 
they now get in the daily press and in the 
weekly and monthly periodicals that are 
so filled with articles and illustrations 
about artistic merchandise. The con- 
sumer now comes with a pretty well or- 
ganized idea of what she wants. Re- 
tailers or shopkeepers formerly were in 
the position of being agents to dispose 
of what was produced, whereas now in 
most things they are the agents to get 
what the consumer wants, and one thing 
that the consumer is insisting upon 
getting is a fair price. 


Improved Merchandise Selection 


A study of our experience of the last 
few years shows conclusively that we 
must continually improve in our ability 
as selectors of merchandise. When we 
come to compare the results obtained 
from the merchandise which we buy in 
the usual individual market transactions, 
and that which we buy on a group basis, 
we find that the latter method is much 
the more efficient. For instance, in one 
of our departments in which reductions 
on an average amount to approximately 
8%, on the merchandise bought through 
group buying the reductions are less than 
1%. This being the case, it is obvious 
that the retailer must take advantage of 
the better method, and likewise, that the 
wholesaler, by a similar study of his 
methods, should find a way to co-operate 
with us in this method. 

That it is also more effective for the 
wholesaler is apparent. The manufac- 
turer makes up a line of coats, say one 
hundred numbers, at the beginning of the 
season, and as a rule it takes him a 
month or two of contact with the in- 
dividual buyers to discover that practic- 
ally seventy-five of these numbers are not 
to be successful. The combined judgment 
of a group of buyers in connection with 
a group buying study of a line, wi:l show 
a manufacturer immediately what is 
good and bad in a line, and enables him 
to weed out at once the poor numbers. 

Furthermore, the group buying or- 
ganization by working with the man- 
ufacturer on a few numbers and con- 


centrating on them enables him to make 
considerable savings in sample expense. 
If the manufacturer saw the wisdom of 
co-operation with group buying organi- 
zations, he could work with them in ad- 
vance of making up his samples, get the 
ideas of groups of efficient and successful 
buyers, and avoid a considerable waste in 
his designing and sample expense. 


Group Buying and Individuality of 
Manufacturer 


It does not seem that the objections 
made by many manufacturers are valid. 
Individuality of the manufacturer is not 
in any way injured by such a method. 
If a manufacturer had particular success 
in and liking for the making of a special 
type of garment, as for instance a girl’s 
chinchilla coat, group buying organiza- 
tions would be glad to take advantage of 
the superior knowledge and skill. As a 
matter of fact, this is true to a certain 
extent at the present time, for there are 
several houses which do specialize on 
these coats, and they are able to turn out 
a better coat at a less price, due to their 
specialization. Such houses naturally 
get the business in their specialty, and 
the possibility of getting a large group 
order spurs the manufacturer to express 
his individuality. 

It does not destroy the personal con- 
tact between the manufacturers and the 
owners of the retail shop, but really 
brings them in closer touch. It does not 
destroy the contact between the man- 
ufacturer and the consumer but brings 
the manufacturer in close touch with a 
better judgment of what the consumer 
has been taking and what a number of 
well organized retailers think the con- 
sumer desires for the future. 


Value of Concensus of Opinion 


If any given style is selected it is on 
the basis of a concensus of opinion, and 
therefore the contact is much more 
valuable than with an individual buyer. 
There is less possibility of mistakes and, 
as the manufacturer soon discovers from 
group buying what is to be the most sal- 
able garment, there is less risk of his 


selling an undesirable garment, either to 
group buying organizations or to those 
outside of groups, and correspondingly 
there is the certainty of better sales rec- 
ords on his line of merchandise. Fur- 
thermore, the tendency is towards fewer 
resources and closer contacts with each 
resource. 

Group buying results in more careful 
scrutiny of each garment and more in- 
formation for each manufacturer in re- 
gard to the reasons why garments are 
selected or rejected than under the old 
method of individual buying. 

Group buying makes the buying very 
much less automatic and more effective 
than it was under the old system. ‘The 
arbitrary and dictatorial manners of most 
trade organizations that get strong, take 
more of the initiative out of their 
members than any competition can pos- 
sibly do. The reason for group buying 
is to intensify buying so as to keep 
away from the personal magnetism or 
the flattery of the salesman, and substi- 
stute intensive study of several lines by a 
group of buyers, all of whom are forced 
by the group buying system to concen- 
trate all their judgments and faculties 
on the merchandise, and really buy mer- 
chandise, rather than have it sold to 
them. 

In referring to the possibility of group 
buying making contractors out of man- 
ufacturers, my experience has been to the 
contrary that group buying simply 
stimulates the manufacturer in getting 
out better designs. Buyers are not 
designers. They have neither the time 
nor the training, nor are they in a posi- 
tion to know the market for fabrics, furs, 
trimmings, etc. Our buyers know in 
advance of the season, for instance, that 
we shall need plain tailored coats of 
chinchilla for girls; but it is not making 
contractors of our manufacturers when 
we tell them in early spring approxi- 
mately how many such coats we will 
need for fall and ask them to submit 
models. By giving them large cutting 
orders in April or May, we assure them 
of a steady flow of work, enough to tide 
them over any slow period that may 


occur or to make them up between 
seasons. The word “contractor” is un- 
fortunate as it connotes unpleasant work- 
ing conditions and is not to be confused 
with the conditions under which group 
orders are handled. 


Group Buying and Price 


Group buying is said to be entirely a 
price proposition. Our experience is not 
so. Price is the last factor considered. 
If style, material, and workmanship do 
not stand out, price alone will not bring 
consideration. Furthermore, a method 
of handling group orders limited to a 
few numbers and generally handled 
without selling experience, and in con- 
siderable quantities, gives the manufac- 
turer the opportunity to make the same 
saving as the retailer. Especially is this 
true in connection with the centralizing 
of business on the most salable numbers. 

In the same way that this combined 
group purchasing enables the manufac- 
turer to avoid mistakes in the purchase 
of material likewise it helps him to 
prevent developing styles which will not 
succeed. He can get opinions from 
buyers as to what they want, before 
tying up investments in either materials 
or models which will not go. 

The piece goods business seems to be 
on the upward trend and a good many 
customers say it is because ready-made 
garments are getting too high in price. 
If manufacturers combine to boost the 
price still higher and increase the cost 
of their service in other ways, they may 
do their industry great harm. 


HORACE A. SAKS 


The untimely death of Mr. Horace 
A. Saks, vice-president of Saks & Com- 
pany, and a director of Gimbel Brothers 
(New York), is keenly felt by all who 
knew him. Mr. Saks was a member of 
the Advisory Council of the New York 
University School of Retailing. His de- 
votion to the cause of scientific retailing 
will give him an abiding place in the 
history of retail distribution. 
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Advantages of New York Representation 
for the Medium Size Store 


Mitton J. GREENEBAUM 


VERY large department store in tie 

United States has come to the reali- 
zation of the value of having adequate 
and competent representation in the 
New York market. Since there are a 
number of department stores of lesser 
volume who, as yet, are not thoroughly 
convinced that such representation is ab- 
solutely necessary to the healthy growth 
of their business, particular reference is 
made in the heading of this article to 
“The Medium Size Store.” 

To understand better the possible 
value of such representation, it is neces- 
sary to dwell briefly on the details of 
such service. 

A completely equipped resident office 
(of which there are a number which are 
excellent) is departmentized along the 
exact lines of a department store. Each 
special line of merchandise, which forms 
a separate department unit in the store, 
has a representative buyer in the New 
York office. These buyers are mostly 
recruited from the ranks of prominent 
retail stores in order that their experi- 
ence in retailing may be of help to them 
in assisting the buyers of the stores rep- 
resented by the office, in solving their 
various problems. 

The functions performed may be gen- 
erally divided into the following classifi- 
cations :— 

1—Assistance to buyers when in New 

York. 

2—Assistance to buyers when at 

home. 

3—Group buying. 

4—Suggesting sales plans and carry- 

ing out those already formulated. 


Assistance to Buyers when in New 
York 


Market conditions have changed very 
materially in the past few years. Style 
predominates. This is true in practically 
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every line of merchandise; extending — 
even to those types of merchandise which 
were formerly considered “staple.” In 
women’s apparel, style changes almost 
weekly and this has eliminated to a great 
extent the placing of any large quantity 
of merchandise for “future” delivery. 

At the beginning of each season when 
manufacturers are showing their new 
lines, it is necessary for the retailers, in 
purchasing women’s apparel, to place 
advance orders. From actual research we 
have found that the quantity of such 
orders is gradually decreasing and the 
numbers of trips which the women’s ap- 
parel buyers are making to New York 
during the season is gradually increas- 
ing. This is a direct result of the rapid 
changes in style. 

The increasing frequency of purchas- 
ing is brought about not only by style 
change but also by new systems of mer- 
chandising. Everything possible is be- 
ing done to increase turn-over in all de- 
partments. This tends, naturally, to- 
ward the placing of smaller orders and 
purchasing at more frequent intervals. 
With both of these conditions prevail- 
ing, the average store, of a necessity, 
must be thoroughly conversant with 
every change which occurs in each partic- 
ular department. It is impossible for 
any buyer, who spends any appreciable 
amount of time in his department, 
to be thoroughly acquainted with these 
changes in New York and do justice to 
his work in the store at the same time. 

There are thousands of manufacturers 
in various lines of business in New York. 
A visiting buyer cannot thoroughly in- 
spect more than five to seven manufac- 
turers’ lines in a single day. The aver- 
age buyer allows himself a week for his 
trip to New York (depending upon his 
distance from the market). Those near 
New York make one, two or three day 


trips; those farther away may prolong 
their trips beyond a week but one week is 
approximately the average. In_ this 
short time they expect to cover the 
market thoroughly and do their buying. 
If they were to spend six working days 
viewing manufacturers’ lines they would 
scarcely have scratched the surface of 
the available resources. One can there- 
fore realize the importance of having 
New York headquarters with specially 
trained buyers who are in the market 
every day to give these buyers the 
condensed results of their knowledge and 
to assist them in their purchases. 

The resident office does not under any 
circumstances wish to destroy the in- 
dividuality of a store, or any buyer. 
It simply acts as a buffer between the 
market and the store buyers, helping 
them in securing the newest in style and 
at the same time the lowest prices ob- 
tainable in each particular type of mer- 
chandise. 

A buyer who comes to New York with 
but a few days in which to do a tre- 
mendous amount of work can secure 
from his New York headquarters the in- 
formation which eliminates entirely the 
necessity of shopping throughout the 
market. The information furnished him 
by his New York representatives enables 
him to do his purchasing immediately, 
carefully and efficiently, with his effort 
devoted entirely to the selection of the 
proper type of merchandise for his de- 
partments. 


Assistance to Buyers when at Home 


During the intervals between a 
buyer’s trips to New York, there ave 
almost daily occasions which arise in every 
department in which there is a pressing 
need for merchandise from New York. 
Certain items sell more rapidly than is 
anticipated—which requires more of this 
merchandise but not enough to warrant 
a special trip to New York. In another 
instance, a valued customer of the store 
requires some special article which is 
not carried as regular stock. In any 
such instance, the New York office is im- 
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mediately called upon either by mail or 
by wire to make the purchase. 

It gives the buyer a feeling of security 
to realize that there is someone in New 
York, thoroughly conversant with his 
method of operation and the type of 
merchandise he uses, on whom he can 
depend to ship immediately the wanted 
goods. 

Bulletins are issued either daily or 
weekly by the various New York offices 
giving their clients a summary on all 
developments. Our particular system is 
to send daily bulletins on all new 
features—on special merchandise which 
is offered us, as well as on market con- 
ditions. If a buyer analyzes these bul- 
letins he should have a very thorough 
knowledge of market conditions during 
his absence and can guide himself ac- 
cordingly. In other words as bulletins 
begin to contain special deals with man- 
ufacturers offering jobs of merchandise 
of certain character, the buyer has a very 
good indicator to guide his purchases of 
this particular class of merchandise and 
to value his stock accordingly. 


Group Buying 

There are two important subdivisions 
which come under the one head of Group 
Buying, which might be called ‘“Tangi- 
ble Group Buying” and “Intangible 
Group Buying.” Tangible Group Buying 
is the definite advantage which is derived 
by a certain group of retailers whose 
combined purchases through one medium 
such as a New York buying office give 
them sufficient power in the market, to 
demand special concessions, discounts 
and prices over such standard lines 
of staple merchandise which are in 
common use throughout all the stores. 
The details of buying of this type are in 
a geat measure confidential and the ac- 
tual facts therefore cannot be given. 
Suffice to say that through such mediums 
as are offered the department stores, 
whether it be a large store or a medium 
size store, the amount of savings and the 
power which follows through such 
volume purchase are great enough to 
put them on an equal basis with the 
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powerful chain store organizations re- 
gardless of their size. 

It allows the medium size store to 
own merchandise at the same price as 
the store of far greater volume, and puts 
the store of the greatest volume on a 
par, in-so-far as the purchase price of the 
merchandise is concerned, with the larg- 
est chain store operators. 

Hence, there is reproduced below an 
advertisement which appeared in the 
newspapers and was sent out to the mail- 
ing list of one of the large stores on the 
Pacific Coast. It very effectively ex- 
plains the proper attitude of a depart- 


ment store towards its New York affilia- 
tion, and brings home to the public of 
this particular store the point which so 
many retailers fail to stress sufficiently. 
Intangible Group Buying 

Intangible Group Buying is the in- 
direct benefit which a store derives in 
its relationship to the New York market 
by deing affiliated with powerful New 
York representatives. There is no 
doubt that a store which is affiliated with 
an organization in New York, well 
known in every market, is in a favored 
position in securing advantages of every 


Buying Power Has a Real Meaning at — 


HIS is one of fifty stores repre- 

sented in New York by one of 

the foremost buying offices in America. 

These stores are scattered throughout 

the United States and their combined 

annual business amounts to over One 
Hundred Million Dollars. 

Is it any wonder that manufacturers 
and distributors throughout the country 
make every sacrifice, stretch every pos- 
sible concession and fight by every 
legitimate means to gain the favor and 
the distribution of such an _ organi- 
zation. 

We often refer in our local advertis- 
ing to purchasing power—it is demon- 
strated to you here in the store every 
day and you take it for granted, without 
realizing that the power of in 
world markets is the power of buying 
$100,000,000.00 in merchandise. With 
this idea before you, purchasing power 
takes on a new meaning, because it affects 
you and your daily expenditures directly 
and individually. 

It is something more than mere con- 
versation or idle advertising. 


It is Power that Really Has Power 


It is not hard to understand that when 
a representative of such an organization 


walks into a mill, he commands and 
receives preference in many ways. 

Not long ago, one of the Southern 
cities had difficulty in finding an ele- 
phant for the city zoo. Finally the as- 
sistance was asked of one of the stores 
connected with this buying organization, 
and through it the desired information 
was obtained. 

Not many people in Seattle want to 
buy an elephant, but an organization cap- 
able of rendering such service must be 
powerful beyond measure in giving 
service that average human beings want 
every day. 

Hardly a day passes that a wire or a 
letter (some days there are several) does 
not go from this store to our New York 
office in the interest of service for the 
people of this vicinity. 

We cannot tell you about it every day, 
but the evidence is expressed daily in the 
store, in newness and in economy and 


patrons of are benefited by this 
service without fully realizing its 
magnitude. 


Summed up briefly, it means some- 
thing to you to have a store right at your 
door that is part of an organization 
capable of buying annually over ONE 
HUNDRED MILLION DOLLARS 
IN MERCHANDISE. 


conceivable character from manufac- 
turers. This fact particularly evidences 
itself when certain types of merchandise 
are scarce. The average retailer, who 
has no affiliation but who is otherwise a 
desirable purchaser from the manufac- 
turer’s standpoint, commands a certain 
respect, but his power with the manufac- 
turer is considerably curtailed. 

When a representative of a retail 
store which is affiliated with a represen- 
tative buying office in New York enters 
a manufacturer’s showroom, the manu- 
facturer not only takes into considera- 
tion the particular person with whom he 
is negotiating, but visualizes behind him 
the other stores affiliated with the same 
organization. He is more anxious to 
please than he ordinarily would be. If 
his line has warranted a considerable 
amount of business he does not visualize 
only the particular store business repre- 
sented by the buyer with whom he is in 
conversation, but also the fact that this 
particular retailer is indirectly in a posi- 
tion of enjoying the advantages of all 
the business which has been placed 
through his resident buying office with 
the manufacturer. 

The group buying advantage is there- 
fore “Intangible” but it is nevertheless 
present to a very definite degree. These 
advantages occur throughout the store’s 
entire contact with the New York 
market and without affecting the in- 
dividuality of the buyer’s selection. He 
is not asked to purchase something be- 
cause other stores have decided to do so, 
but is using the purchasing power of 
these other stores in assisting him in mak- 
ing his own selections of the merchan- 
dise which he deems suitable for his 
particular department. 


Suggesting Sales Plans and Carry- 
ing out those Already Formulated 


The New York office is of immeasur- 
able benefit to the merchandise manager, 
or the buyer who is doing the merchan- 
dising for his own department. The 
sales plans of a store in a large measure 
depend upon the information supplied by 
the New York office. 


In this connection, the office receives 
innumerable letters from stores contem- 
plating events of various natures, asking 
the proper time to plan such and such 
an event, or whether the market affords 
opportunities which should, without fail, 
carry these plans through to a success- 
ful conclusion. Many proposed sales 
have failed because they were prepared 
for at a time when the market afforded 
small opportunity for making the proper 
purchases. Other sales have been 
planned and successfully executed en- 
tirely on the information supplied the 
stores by their New York offices. The 
situation brings up again the matter of 
proper analysis of market information, 
and again the advantages of group buy- 
ing make themselves evident. 

The merchandise manager who plans 
his events is guided to a great extent by 
his sales plans of the previous year. These 
form a precedent, for instance a sale 
in commemoration of some specific event, 
such as an Anniversary Sale. His sales 
plan may call for one or two special 
items in every department but the plans 
are not at all definite until he has con- 
sulted his New York representative to 
ascertain what can be secured that will 
be salable and can be purchased advan- 
tageously, that is to give the patrons of 
his store exceptional values. When the 
preliminary work has been arranged, the 
buyer comes to New York and together 
with the New York buyer of his partic- 
ular line makes his purchases. In this 
manner both group buying and individ- 
ual buying are brought into play before 
the merchandise is actually purchased. 

In summing up the entire question, 
there is one point which stands out 
particularly, as the unqualified advantage 
to medium size stores of New York 
representation. It is the fact that the 
New York office is thoroughly equipped 
with specialists in each department. The 
large department stores do sufficient 
volume in every department to have a 
special buyer in that department. The 
store of lesser size, however, because of 
insufficient volume done in certain de- 
partments cannot have a_ particular 
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buyer in charge of each department but 
of necessity must consolidate them with 
other departments under one buyer. It 
is readily understood, therefore, how 
important it is for the store of lesser 
volume to have an expert buyer in New 
York in each of these lines. Thus, its 
one buyer, who may have under his care 
two or three departments, can secure 
competent and expert assistance in each 
particular line from his New York 
office. 

As stated in the beginning of this 
article, every large department store is 
represented in some manner in New 
York. These stores invest (and consider 
it an investment, not an expense) a con- 
siderable amount of money each year for 
such representation. This capital would 
not be expended if the stores did not con- 
sider it a good investment and absolutely 


necessary for the assistance of their 
buyers. How much more important 
then should market representation be to 
the smaller store doing a business in a 
smaller city, where competition in some 
instances is much keener than in the 
larger cities with their varied popula- 
tions? 

The secret of the success of all stores 
in their dealings with their New York 
office lies in the degree of co-operation, 
which exists between their buyers and 
those in New York and upon a thorough 
realization of the good which can be de- 
rived from the proper affiliation. This 
is being demonstrated by the fact that 
all the leading retail stores throughout 
the United States have some such repre- 
sentation, and are depending upon their 
New York facilities to a greater extent 
each year. 


EDITORIAL 


MANUFACTURER of trucks during an interview with a well-known 
professor of economics remarked, “Professor I realize more than ever before 


the need of research in the truck manufacturing business.” 


Research is the basic 


foundation of commercial progress. This is true in every phase of business activity. 
Due to the realization of this fact, it is estimated that before another decade passes 
several colleges will have endowed research professorships in the field of business. 

Research likewise is the key to better retailing methods. Retailing will make 

progress in almost direct ratio to the attention paid to research. 

Retailing offers as interesting problems for research study as any field of com- 
mercial activity. Should not merchants themselves, and through their organizations, 
give more encouragement to research in retailing? If so, in a few years there would 
be a literature that would play an important role in raising the standard of retailing, 
the oldest of the arts and the newest of the sciences. 
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DEPARTMENTS 


Accounting and Control 


Sales Audit System 


Rutu L. Forp 


HE business of retail distribution is 

the buying and selling of merchan- 
dise in a manner to realize net profits. 
On the one side are cash disbursements in 
payment of merchandise and operating 
expenses while on the other are cash re- 
ceipts through sales. The importance 
of accounting for all receipts cannot be 
over-emphasized. There is a real need 
in every store for an accurate, simple and 
speedy sales audit system. 

The average merchant is apt to miss 
the main value of a sales audit. He 
maintains a department which lists the 
cash sales and compares the results with 
the cash received, and which lists the 
charge sales as received and posts them 
to the customers’ ledgers. He fails to 
take into account the saleschecks that 
never reach the auditing department, the 
cash which might never have been turned 
in, and the charge checks which do not 
reach the accounting office. 

One of the main reasons for a sales 
audit is to assure the merchant that all 
saleschecks made out for sales are re- 
ceived in the auditing department. No 
sales audit system, however perfect, can 
be successfully operated if the sales- 
people do not endeavor to write plainly, 
list the amounts correctly, and give 
proper clerk and department numbers, as 
well as maintain their indexes according 
to instructions. 

Salesbooks are usually standard. They 
contain fifty checks, made in triplicate, 
each of the fifty checks bearing not only 
its proper sequence number but also the 
same serial number. 

A simple and practical system of audit- 
ing requires the use of a salesbook index. 
This is an envelope with an index of the 
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salesbook on the face of it. The index 
of one to fifty is down the side of the 


envelope, while at the top is a place for 


the clerk’s number, department number, 
date, and salesbook serial number. Ex- 
hibit 1 shows an index where the same 
salesbook is used for all kinds of sales, 
that is, charge, cash, or C.O. D. Each 
clerk uses a new index envelope each 
day, taking care to list the amount of 
each sale in its proper column opposite 
the numeral as shown on the salescheck. 


SALES IXDEX. 
Date Dept. 


|cech | | cach} chg. | c.0.0. 


2 
2 


24 

2g 

rep 30 

6 31 

7 34 
8 


Exhibit 1 


As the sales are made, the clerk retains 
her portion of the salescheck, either a 
stub of the check or a tissue copy, and 
each evening at closing time the clerk 
places her copies of the saleschecks in the 
index envelope and forwards it to the 
sales audit department. It is customary 
to have each salesclerk add up her index 
by columns at the close of the day, and 
from these figures an estimate of the 
day’s total sales is turned in to the chief 
executive. These figures as added are 
also used as references in the sales audit 
department. Each day all saleschecks, 
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credits and refunds are sent to the audit- 
ing department. Collections from the 
cashiers occur every three or four hours, 
depending upon volume. The separation 
of the cash, charge and C. O. D. sales- 
checks may be done in the cashiex’s de- 
partment as the checks are received. 


Cash Sales 
As cash sales increase in volume, cash 


registers are found to be the most effi- 
cient way to serve the customer and to 
speed up the sales audit. Miultiple 
drawer cash registers enable clerk’s sales 
to be kept separately by departments. 
Each evening, the clerk counts her total 
receipts, first her working cash which is 
put aside, then she lists the balance of 
the receipts on duplicate cash register 
forms, sends one report to the auditing 
department, and the other with the cash 
to the chief cashier. The register tapes 
from the automatic action of the cash 
registers are taken from the registers by 
the auditing department each evening 
after the close of business and compared 
with the clerks’ cash receipt reports 
which have been sent to the auditing de- 
partment. A report of each clerk’s 
register is made, showing receipts, sales, 
overs and shorts. The register tapes are 
then used to make out cash sales reports 
by departments in total sums; care is 
taken to give each “erk credit for her 
portion of the departmental sales. The 
totals are compared with the cash receipts 


Errors are checked 
before the sales reports are filed. 

Cash sales made out on saleschecks are 
taken from the cashiers by the auditing 
department during various intervals of 
the day and sorted by clerks and depart- 


by the chief cashier. 


ments. Verification of extensions on 
cash sales should be made in the cashier’s 
department receiving the cash, as this is 
the only place such errors can be re- 
medied by adjustment of the cash. A 
large book with listings of indexes, some 
ten or twelve on each page, is used as a 
control book. At the top of each index, 
which bears numbers from one to fifty 
the same as the salesbook index, is a 
space to indicate the serial number of the 
salesbook issued. The control clerk takes 
the cash checks immediately after they 
are sorted, and checks the number of the 
received saleschecks. Exhibit 2 shows a 
control book sheet. A total is then 
taken of the saleschecks by clerks and 
this amount placed on the sales audit rec- 
ord. Total sales by departments for each 
clerk are also taken and placed under the 
proper departments on the sales audit 
record. The totals as cross footed should 
agree. In case a listing machine is 
used, both operations may be accom- 
plished at the same time by means of 
carrying transfer totals, but great care 
should be taken that the listing is ac- 
curately done. When non-listing add- 
ing machines are used, the operation may 
be done twice, thus furnishing a check, 


CONTROL RECORD 
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and with less time than with a listing 
machine. As the cash sales by clerk num- 
bers are completely audited, they are 
compared with the clerk’s own additions 
on the index envelopes and the two 
amounts should agree. Errors in addition 
which often occur on clerks’ indexes are 
adjusted so that they are correct when 
filed for comparison. 


Charge Checks 


The charge audit is handled similarly 
to the cash audit and should be given the 
preference in making the sales audit, in 
order to enable the saleschecks to be for- 
warded to the bookkeeping department 
as early as possible. 

The extensions on all charge checks 
should be verified in the auditing de- 
partment. Checks are sorted by clerks 
and departments and checked off the 
control book. Totals are then taken, 
first by clerks and then by departments. 
Separate sales audit sheets are used for 
the cash and for the charge audit, and a 
recapitulation sheet is made daily. A 
simple sales audit record has the depart- 
ments listed across the top and the clerks’ 
numbers vertically. 

After the charge checks are audited by 
clerks and departments, a re-sorting is 
necessary in order to prepare the checks 
for the bookkeeping department. This 
should be an alphabetical arrangement 
breaking on the letters only. Balances 
are taken on each ledger which agree 
in total with the complete charge audit, 
and the control figures are sent with the 
saleschecks to the bookkeeping depart- 
ment. 


Cc. O. D. Audit 


The question always arises as to 
whether C. O. D.’s should become ac- 
counts receivable at the time of buying, 
or whether the sale is incomplete until 
the cash has been received. Since C. O. 
D. returns are greater than is the case 
with other types of sales, ofttimes running 
to 30% of the C. O. D. sales, they tend 
to misrepresent figures in case C. O. D.’s 
are handled as sales immediately. Also 
the posting of C. O. D. saleschecks in- 
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volves time and expense which can be 
eliminated if the C. O. D. checks are 
held as memo sales until the money is 
actually received. Care should be taken 
to check all C. O. D. clerks’ stubs or 
tissues back with the clerks’ index en- 
velopes as they are received at the «ose 
of each day’s work. These clerks’ in- 
dexes are then turned over to the clerk 
operating the control book and a cross 
made opposite the number used, indicat- 
ing the check is a C. O. D. and, while ac- 
counted for, is still unpaid. As the paid 
C. O. D.’s come through to the control 
book the X is circled, indicating that the 
check has been paid, or the merchandise 
been returned to stock. The C. O. D. 
stubs or tissues are filed departmentally 
awaiting the return of the original check. 
If the C. O. D. sales are heavy in any 
organization, two different salesbooks 
are advisable, as it saves much time in 
handling. It is advisable also to have a 
triplicate copy of C. O. D.’s whenever 
the volume is great, since stubs may be- 
come misplaced. 

As a C. O. D. sale is made, the origi- 
nal salescheck goes with the merchan- 
dise to the delivery department, where it 
is pasted on a stringed cord and attached 
to the package. The duplicate of the 
salescheck is enclosed in the package as 
in the case of any other sale. C. C. D. 
sales are listed on the drivers’ sheets in 
duplicate giving number of check, name, 
address and amount. Each driver takes 
one copy with him upon his route, and 
the other is forwarded to the auditing 
department, where it is compared with 
the stubs received each day. As the 
driver delivers the merchandise he de- 
taches the original salescheck and returns 
it with the cash at the close of the day. 
If the merchandise is not delivered, the 
package returns with the original sales- 
check still attached. Merchandise to be 
re-sent is crossed off the driver’s delivery 
sheet, and marked as “re-sent’”’ and re- 
listed on the following day’s delivery 
sheet. All refused C. O. D.’s when re- 
ceived in the delivery department are 
stamped “returned” on the original sales- 
check which is detached and sent to the 
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auditing department. When the mer- 
chandise reaches the department in 
which it belongs, the duplicate salescheck 
in the package is stamped “received” and 
sent to the auditing department. The 
original and duplicate saleschecks are 
then matched, the stubs are cancelled for 
the same, and after being checked from 
the control record, are filed for refer- 
ence. 


Returns and Refunds 


Cash refunds should be audited daily 
by clerks and departments on separate 
audit sheets, and deducted from the cash 
sales, Returns should be compared with 
customers’ statements as to correctness in 
items and amounts before auditing. This 
delays the credit audit, but is found neces- 
sary. Credits are also audited by clerks 
and departments and deducted from the 
total charge sales. They are then ar- 
ranged by ledgers and a predetermined 
total taken before turning them over to 
the bookkeeping department. C. O. D. 
sales once paid and returned become cash 
refunds. 


Missing Checks 


Too much emphasis cannot be placed 
upon the necessity of accounting for 
every salescheck. The control book is 
one of the most simple means of noting 
missing saleschecks. It eliminates check- 
ing of the individual sales indexes. Each 
day the clerk in charge of the control 
book should list the missing checks and 
make an investigation of them. The 
tissue copies of the salesbooks should be 
sent to the auditing department either 
daily, or upon completion of the sales- 
book in case they are not detachable. In 
case the original salescheck cannot be 
located, a substitute salescheck is made 
out and noted on the control book, and 
audited with the regular sales. Clerks 
having missing saleschecks should be 
severely reprimanded. If saleschecks are 
held in the authorization department be- 
cause of doubtful credit, a list should be 
sent to the auditing department giving 
all necessary information to the clerk 
operating the control book. 


Personnel 


Rating 


IsABELLA BraANDOW 


ee insure a good performance on 
any job, it is necessary to provide 
for the job holder, first, a proper initia- 
tion to his duties, when a standard of 
performances may be established, and 
secondly, a periodic follow-up whereby 
that standard may be maintained. 

A proper initiation to a jcb would 
mean’ a statement of the job require- 
ments, an explanation of the use of the 
equipment to be used, of the systems to 
be employed, and of methods to be fol- 
lowed. In other words—training. 

Whether this training shall be indi- 
vidual or group, in the class-room or on 
the job, in theory or in practice, must be 
determined by the nature of the job and 


the conditions under which the training 
may be done. But training of some 
sort is essential in order to establish a 
standard. 

The follow-up necessary for the 
maintenance of that standard is the rea- 
son for a rating plan. Every business 
management conscious of the relative 
importance of every job holder in the 
organization recognizes the need for 
some periodic follow-up, some rating 
scheme. Any rating plan that fills this 
— of management is a good rating 
plan. 

In the department store organization, 
with its seasonal work and its resultant 
large labor turnover, a rating plan is 
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absolutely necessary if an established 
standard of service to customers is to be 
maintained and improved. In a store of 
the Lord & Taylor type, where the 
organization has a twofold purpose, to 
make a fair profit and to build goodwill, 
and where successful operation is de- 
pendent upon individual customer con- 
tact, the service standard must be main- 
tained: ‘The most effective means of 
maintaining that standard is a rating 
system. 

The rating plan in operation at the 
present time in Lord & Taylor is the 
plan that was adopted in July, 1916. 
For three months preceding the installa- 
tion of the system, executive conferences 
were held. At these conferences, the 
opinions of those members of the organ- 
ization who were in a position to observe, 
compare, and evaluate the services ot 
employees were expressed. As a result 
of this exchange of opinions, ten quali- 
ties were agreed upon as being the quali- 
ties, the possesssion of which, to some 
degree, is necessary for the proper per- 
formance of any non-executive job in the 
organization. These qualities are 
Health, Appearance, Manner, Initiative, 
Industry, Accuracy, Loyalty, Co-opera- 
tion, Responsibility, and Knowledge. In 
rating for Health, the execttive is asked 
to consider regularity of attendance, atti- 
tude toward work, and general physical 


condition; in rating for Appearance to 
consider neatness, cleanliness, and con- 
formity to the dress regulation; in rat- 
ing for Manner to consider courteous 
treatment of customers, and of other 
employees; in rating for Initiative to 
consider resourcefulness, and ability to 
work without continual direction; in rat- 
ing for Industry to consider constancy 
of application to work; in rating for 
Accuracy to consider correctness in the 
execution of every detail; in rating for 
Loyalty, to consider faithfulness to a 
personal ideal and to the interests of the 
store; in rating for Co-operation to con- 
sider willingness to work with others; 
in rating for Responsibility to consider 
reliability in the discharge of every duty; 
in rating for Knowledge to consider 
possession of necessary information. 

The scale appearing in Exhibit 1 is 
used in determining the degree to which 
the employee demonstrates the possession 
of each quality in his daily performance 
on the job. 

Salespeople, who are making customer 
contacts daily, are rated once a month 
by the two executives who have the best 
opportunity to observe them, the section 
manager and the buyer. All other non- 
executive employees are rated quarterly 
by the executive to whom they report 
and by his assistant. 

The monthly and quarterly ratings 
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are made on the work sheet (Exhibit 
No. 1). These work sheets when filled 
out are sent to the statistice! office, where 
opinions are transferred from the de- 
partment work sheet to the individual 
rating records (Exhibit No. 2). A 
closely similar form is used for the non- 
selling departments. 

The rating given to employees on their 
demonstration of the possession of these 
qualities is called the personality rating. 
The total is arrived at by adding the rat- 
ings given to each person by the two 
executives and dividing by two, and the 
rank in the department is determined by 
this average. 

In addition to the personality rating, a 
production rating is made. In the case 
of salespeople, this is based on the total 
amount of net sales for the month (Ex- 
hibit No. 2). In the case cf nun-selling 
employees, production rating is deter- 
mined by the head of the department, 
who evaluates the services of the em- 


ployees on a basis of comparison. The} 
rank of each employee is indicated. 

The individual’s rating record is used | 
as a basis for promotion, transfer, em- | 
ployment termination, and salary adjust- 
ment. It is also the basis for corrective 
work done with the employee in an en- 
deavor to develop personality. “Good 
will is the favor or advantage in the way 
of custom which a business has acquired ] 
beyond the mere value of what it sells— 
whether due to the personality of those 
conducting it, the nature of its location, 
its reputation for skill or promptitude, or 
any other circumstance incidental to the 
business or tending to make it perma- 3 
nent.” Of the factors listed in this defi- | 
nition of good will, the most important @ 
is “the personality of those in the busi-] 
ness,” and these personalities can be con- 4 
sciously developed only in proportion to 
the efforts that are made to evaluate and } 
improve each person. A rating plan is 
the best means to that end. 
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